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DEFENDANTS’ EXHIBIT No. 8 
(For Identification) 

[Handwritten note: Mr. Sorge Boston, CK ] 

UNITED STATES MARITIME COMMISSION 

Washington 

Immediate Release August 19, 1938 

The United States Maritime Commission an¬ 
nounced today that it has entered into an agreement 
with the Dollar Steamship Lines Inc., Ltd., under 
which it plans to acquire approximately 90 per cent 
of the company’s voting stock. 

Upon successful completion of the plan operations 
generally would remain in company hands. 

The agreement covering the adjustment antici¬ 
pates continuance of uninterrupted service and em¬ 
ployment of both off-shore and on-shore personnel 
would continue and expand, was signed today in 
San Francisco by Reginald S. Laughlin, acting as 
special counsel for the commission, and a group of 
13 corporations and individuals representing Dollar 
interests. 

Terms of the agreement are contingent upon sub¬ 
sequent granting of a five-year operating differen¬ 
tial subsidy which, as being worked out by commis¬ 
sion experts, may be expected to run to approxi¬ 
mately $3,000,000 per year; granting of a loan of 
not less than $1,500,000 from commission funds for 
repairing and rehabilitating the company’s fleet of 
12 vessels, only four of which are now in operation; 
granting of a loan of approximately $2,500,000 to 
the company by the Reconstruction Finance Cor¬ 
poration to provide working capital which at pres¬ 
ent is practically exhausted. 

Responsibility for meeting R.F.C. loan require- 
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ments rests solely upon the company and the com¬ 
mission, under the plan, would continue to hold 
about $7,000,000 of mortgages on the company’s 
ships in addition to mortgages to be acquired under 
the repair loan plan. 

Assuming that the above terms are met with, the 
agreement signed on the West Coast today will pro¬ 
vide: 

1. Transfer to the Commission of absolute title 
to all Class B stock (2,100,000 shares); title to 
63,893 shares of Class A stock. In addition, the com¬ 
mission would acquire voting rights and other inter¬ 
ests, subject to existing pledges, in another block of 
51,533 shares of Class A stock of which 252,000 
shares are outstanding. 

This arrangement leaves 136,574 shares of Class 
A outside commission control as well as 34,243 
shares of preferred. 

2. Termination of the management agreement 
under which Robert Dollar Company has acted as 
managing agent of Dollar Steamship Lines Inc., 
Ltd., in this and other countries. Dollar Steamship 
Lines would acquire all leases, furniture, fixtures, 
equipment and automobiles used by Robert Dollar 
Company throughout the world in its capacity as 
managing agent. Dollar Steamship would also take 
over such personnel of the Robert Dollar Company 
as has been engaged in the managing agent activi¬ 
ties. This proposal results in consolidation of oper¬ 
ating and management activities with consequent 
anticipated increase in efficiency and substantial re¬ 
duction in costs. 

3. Termination within six months after the date 
of the agreement of the rights of Dollar of Dela- 
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ware to the use of the name “Dollar”, and all use of 
the Dollar flag and insignia. 

4. Release of R. Stanley Dollar and certain of the 
so-called Dollar Companies from liability under 
various guarantees they previously have given upon 
notes secured by ship mortgages upon the Dollar 
fleet. This action is taken in consideration of trans¬ 
fer of their voting stock to the commission. 

5. Readjustments and extensions are contem¬ 
plated in the maturity of various obligations owed 
the commission, the Anglo California National 
Ba nk , which is a creditor to the extent of approxi¬ 
mately $2,050,000, and certain Dollar companies. 

Commenting upon the adjustment plan and agree¬ 
ment today Chairman Emory S. Land said: 

“The Dollar situation has been a matter of con¬ 
siderable anxiety to the commission for many 
months. The commission insists upon maintenance 
and efficient servicing of the vital trade routes cov¬ 
ered by the Dollar Lines. They are of outstanding 
importance to our foreign trade and to our national 
defense. The commission, therefore, has explored 
conscientiously possibilities of a solution and has 
agreed to the adjustment plan signed today with the 
idea of preventing interruption of service and em¬ 
ployment, such as would occur were the line to go 
into bankruptcy and follow the usual course of such 
procedure. 

“The Commission, it should be emphasized, has 
assumed no obligation to grant any loans or subsi¬ 
dies until satisfactory applications, meeting all re- 
requirements of the law, have been made by the 
company. Neither has it assumed any duty or obli- 
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gation, direct or indirect, to pay any of the com¬ 
pany's indebtedness, discharge any of its obliga¬ 
tions, or even to hold any of the stock it has agreed 
to acquire upon satisfactory compliance by the com¬ 
pany with the terms of the plan. 

“The Commission sincerely hopes that the pro¬ 
ceedings required to carry through the agreement 
signed today will be promptly and satisfactorily 
completed. Under such circumstances it is antici¬ 
pated that it may be possible to develop these lines 
into a sound unit of the American merchant ma¬ 
rine.' 7 

* * * * * 


DEFENDANTS’ EXHIBIT No. 23 
(For Identification) 

No. 5160 

LAST WILL AND TESTAMENT OF 
J. HAROLD DOLLAR 

I, J. Harold Dollar, being of sound and dispos¬ 
ing mind and memory, and not acting under duress, 
menace, fraud, or undue influence of any person 
whomsoever, do make, publish, and declare this to 
be my last will and testament in the manner fol¬ 
lowing, that is to say: 

I. 

I hereby revoke all former wills by me made. 

II. 

I hereby nominate and appoint as the executors 
of this my last will and testament, my son Robert 
Dollar and Keith R. Ferguson of San Rafael, Cali¬ 
fornia, to serve without bonds, and hereby give unto 
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my said executors full power to sell, exchange, lease, 
release, or otherwise dispose of my property with¬ 
out any order of court at public or private sale, and 
upon such terms as my said executors shall deem 
advisable. 


m. 

I hereby nominate and appoint my said son Rob¬ 
ert Dollar and said Keith R. Ferguson as trustees 
of the trusts herein created, to act as such without 
bonds, hereby conferring upon my said trustees full 
power to sell, lease, release, hypothecate, or otherwise 
dispose of any of my property without any order of 
court, with the power to change the investment 
thereof into other kinds of property, real, personal 
or mixed, and to again invest the same in first class 
stocks, bonds and other securities in the discretion 
of my said trustees. 

In the event that the trustees hereby appointed, 
or either of them, or any future trustees or trustee 
hereof, shall by death or otherwise be incapacitated 
from acting as such trustee or trustees, I direct 
that the remaining trustee shall appoint as succes¬ 
sor to such trustee my son J. Harold Dollar, Jr., 
if he be of age, and if he be not of age, then pref¬ 
erence shall be given in the selection of a succeeding 
trustee or trustees to such person or persons as my 
wife Agnes Barr Dollar shall designate, and if she 
be not living, then preference shall be given in the 
selection of a succeeding trustee or trustees to such 
person or persons as the majority of the benefici¬ 
aries under said trust shall in writing designate. 
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IV. 

Inasmuch, as my beloved wife Agnes Barr Dol¬ 
lar is entitled under the law to one-half of the 
estate of which I may die possesed by reason of 
her community interest therein, I make no other 
provision for her in this will. 

V. 

I give and bequeath to my son Robert Dollar 
one undivided one-quarter (%) of all the rest, resi¬ 
due and remainder of my estate of whatsoever kind, 
character, or description, whereof I may die seized, 
possessed or to which in any manner I may be en¬ 
titled. 

VI. 

I give and bequeath the remaining three-quarters 
of all the rest, residue and remainder of my estate 
of whatsoever kind, character, or description, 
whereof I may dies seized, possessed or to which in 
any manner I may be entitled to my said son Robert 
Dollar and to said Keith R. Ferguson and to their 
successors hereinbefore mentioned, in trust for my 
following named children, share and share alike: 

Alice Barr Dollar, 

J. Harold Dollar, Jr., and 
Virginia Mary Dollar. 

for the following uses and purposes, that is to say: 

To apply the whole or any part of the net income 
of the said property devised to my trustees toward 
the maintenance, education or benefit of my said 
children Alice Barr Dollar, J. Harold Dollar, Jr., 
and Virginia Mary Dollar according to the best 
judgment and discretion of said trustees until each 


vs. Emory S. Land, et al 


2077 


child shall reach the age of twenty (20) years, at 
which time the said net income of the share of each 
child shall be paid direct to him or her for his or 
her own individual use, until the corpus of his or her 
share is distributed. 

To distribute to my daughter Alice Barr Dollar 
when she shall have reached the aged of twenty-five 
(25) years, one-half (*4) of the portion of the cor¬ 
pus of my estate devised and bequeathed in trust for 
her, and to distribute to my said daughter Alice 
Barr Dollar, when she shall have reached the age of 
thirty (30) years the balance of the portion of my 
estate devised and bequeathed in trust fer her under 
the provisions of this will. 

To distribute to my son, J. Harold Dollar, Jr., 
when he shall have reached the age of twenty-five 
(25) years, one-half (%) of the portion of the corpus 
of my estate devised and bequeathed in trust for him, 
and to distribute to my said son J. Harold Dollar, 
Jr., when he shall have reached the age of thirty (30) 
years the balance of the portion of my estate devised 
and bequeathed in trust for him under the provisions 
of this will. 

To distribute to my daughter Virginia Mary Dol¬ 
lar when she shall have reached the age of twenty- 
five (25) years, one-half (%) of the portion of the 
corpus of my estate devised and bequeathed in trust 
for her, and to distribute to my said daughter Vir¬ 
ginia Mary Dollar when she shall have reached the 
age of thirty (30) years the balance of the portion of 
my estate devised and bequeathed in trust for her 
under the provisions of this will. 

The trust created under the terms of this will 
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shall terminate when my said trustees shall have 
distributed to my daughter Virginia Mary Dollar 
her portion of the corpus of my estate devised and 
bequeathed in trust under this will. 

In the event of the death of anyone of my child¬ 
ren, leaving neither wife or children, prior to the 
time of their receiving their respective portions of 
the corpus of my estate, then and in that event the 
share of such deceased child shall be by my trustees 
distributed among the surviving brothers and sisters 
share and share alike in the same manner as pro¬ 
vided for the distribution of the respective shares 
of said children. 

I hereby execute the foregoing instrument as my 
last will and testament at San Francisco, California, 
this 10th day of May 1934. 

J. HAROLD DOLLAR 

Witnesses: 

R. H. Andersen 
residing at Burlingame, Calif. 

Carl E. Moyer 

residing at San Francisco. Calif. 

The foregoing instrument consisting of four (4) 
pages besides this, was at the date thereof by the 
said J. Harold Dollar signed, sealed, published and 
declared to be his Last Will and Testament in the 
presence of us, who, at his request, and in his pres¬ 
ence, and in the presence of each other, have sub¬ 
scribed our names as witnesses thereto. 

R. H. Andersen 

Residing at Burlingame, Calif. 

Carl E. Moyer 

Residing at San Francisco, Calif. 
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Will admitted to Probate, April 24th, 1936. 
[Endorsed]: Filed Apr. 14, 1936. Geo. S. Jones. 
County Clerk, By Jack Stutz, Deputy. 

The within instrument is a correct copy of the 
original on file in this office. 

Attest: March 31,1948. 

(Seal) GEO. S. JONES 

County Clerk and ex-officio Clerk of the Supe¬ 
rior Court of the State of California in and 
for the County of Marin. 


DEFENDANTS’ EXHIBIT No. 36 
(For Identification) 

[Printer’s note: Material in the exhibit consists 
entirely of pencilled notations.] 

1— Unchanged ok 

2— Remain 

3— Stick to giving Fum. Fixt. & Auto only. Must 
be paid for this. 

4— Remain ok 

5— Stand on this 

6— Delaware to change name etc. within 90 das. 

7— Same 

8— Give the A stock provided all the above is 
agreed to and the Court approves for the estate. 

9— Question re termination R.D.C. lease think 
should stick to our lease but if necessary to put 
over deal try to negotiate something whereby rents 
may be adjusted according to market conditions. 

9—Dollar Cal will extend 200000 loan for 1 yr 

addl. 
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10— Maritime Commission to agree to see that all 
outstanding accounts are to paid and that that all 
ticket claims to be paid. Also that debentures and 
preferred stock to remain as at present. 

11— Mutual releases. 


DEFENDANTS’ EXHIBIT No. 38 
(For Identification) 

MEMORANDUM OF KEITH R. FERGUSON re 
ADJUSTMENT PLAN 

July 22, 1938 

At approximately 9.20 a.m. Bob Seeley stated 
that Mr. Stanley Dollar desired to know whether I 
had received the new draft 2a, from Mr. Laughlin, 
and I replied in the negative. Mr. Laughlin there¬ 
after called, asked if I had received a copy of the 
new draft, and I told him that I had not yet re¬ 
ceived one, and Mr. Dollar had just inquired if I 
had received a copy and that upon telling him that 
I had not, that Mr. Dollar had promised to have one 
made and sent to me. Mr. Laughlin stated that he 
would immediately send over a copy and would like 
to have me go over the matter immediately. 

I then went up to see Mr. Dollar and he loaned 
me his copy of the new draft, 2-a, and I said I 
would look the same over and thereafter discuss it 
with him. 

After reading new draft 2-a over, I made the fol¬ 
lowing suggestions with respect thereto: 

The “Witness” clause appeared to be uncertain in 
that there was no definite statement that the Com¬ 
mission as well as all of the other parties agreed to 
do all of the things required in the plan. 
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No. 1—It appears, for tax purposes, that the 
paragraph should be changed, so that it would not 
appear that The Robert Dollar Co. was transferring 
the stock to the Commission. 

No. 2—was objectionable for the same reason, 
being a tax question, which I was informed Mr. 
Wrentz would cause to be re-vamped. 

No. 5(b)—should be clarified so as to state in the 
last line: 

“and transfer the said “A” stock to the Commis¬ 
sion or its nominees free and clear.” 

No. 5(d), page 4—appeared to be a little uncer¬ 
tain by reason of the use of the words “except for 
full consideration.” 

No. 7 (the fourth line) the words “by mutual 
consent” should be stricken out. 

No. 8—was objectionable for uncertainty, but it is 
a technical objection which could be waived, in that 
the obligation by the lease, was an obligation arising 
prior to January 25, 1938. This, however, is cov¬ 
ered in the first sentence of the paragraph, and the 
technical objection might be waived. 

No. 9—is objectionable by reason of the use of 
the words: 

“and also all other properties (if there should be 
and) which The Robert Dollar Co. acquired for 
the purpose of handling its activities as said Man¬ 
aging Agent and which is now owned whole” 

This sentence might be interpreted to include the 
tug at Shanghai, the furniture and equipment in 
the offices of J. Harold Dollar, W. J. Bush, Captain 
Dollar, R. Stanley Dollar, C. King, H. M. Lorber, 
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the filing room, cable room and mail room, which is 
intended to be excluded. 

No. 10—should be made more definite to take care 
of the Italian situation. 

No. 11—is insufficient in that Dollar of Delaware 
has not an existing lease for a longer term than 
the temporary operating differential subsidy. This 
paragraph shoud read: 

“Dollar of Delaware will affirm and assume the 
existing lease between The Robert Dollar Co. and 
the owners of The Robert Dollar Bldg., San Fran¬ 
cisco, California, dated April 1, 1937, and the 
Commission will cause such leases, thus assumed, 
to be duly approved/' 

No. 16—does not release The Robert Dollar Co., 
Dollar of California, Admiral Oriental and signa¬ 
tories on behalf of the Dollar Companies to the Mat- 
son Agreement, from any obligation for any acts of 
themselves, and only releases those companies for 
the acts of Dollar of Delaware. 

No. 19—should be changed so that the last two 
lines would read: 

“and so to provide that the rights of the Mort¬ 
gagee, other than Dollar of California, shall be 
limited to the collateral." 

Thereafter, a meeting was had in the front roo m, 
at which meeting, Mr. Dollar, Mr. King, Mr. Lor- 
ber and Mr. I. Frank and myself were present. 
While discussing the draft No. 2a, Paul Hoover of 
the Bank phoned Mr. Dollar and stated that he and 
Mr. Thorp would like to discuss the new draft with 
Mr. Dollar, and it was arranged that they come over 
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immediately. It was determined that Mr. I. Frank 
should not be present at the discussion by reason of 
his acting for Dollar of Delaware, and he left the 
room. 

At the discussion in the meeting in which Mr. 
Thorp and Mr. Hoover were present, Mr. Thorp and 
Mr. Hoover stated that they were satisfied with 
Paragraphs 1, 2, 3, 4 and 5; that they had a difficult 
time in getting Paragraph (d) in its present form, 
and believed that it should be changed inasmuch as 
the following wording was inserted therein: 

“(the determination of the loan committee of the 
pledgee in this regard to be conclusive)” 

and would give the loan committee of the Bank the 
full power to determine upon what conditions the 
collateral should be released. 

Mr. Thorp and Mr. Hoover both then suggested 
that there should be a clause inserted in Paragraph 
23, which would limit the time of the escrow; that 
is, if the present subsidy or extension thereof should 
expire, or if the five-year subsidy and the loan from 
the Commission and the loan from the Reconstruc¬ 
tion Finance Commission should not be granted 
within sixty days, then each party should have the 
right to withdraw all the stock, agreements, etc. 
from the escrow, and the agreements to, there¬ 
upon, become null and void. All present at the meet¬ 
ing agreed that some clause of limitation should be 
inserted. 

Mr. Thorp then stated that he would like to meet 
with Mr. Laughlin early in the afternoon as he was 
leaving for Bohemian Grove at 4.00 p.m. and sug- 
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gested that he and Keith Ferguson make an ap¬ 
pointment with Mr. Laughlin and go over draft 2a 
with him. Mr. Thorp called Mr. Laughlin’s office 
and made an appointment for 2.00 p.m. After Thorp 
and Mr. Hoover left, Mr. Dollar stated to Keith 
Ferguson, that the most important matters were 

1. The lease of the Robert Dollar Building. 

2. The furniture and fixtures. 

3. The employees, especially with regard to the 
situation in Italy. 

4. The release of his notes. 

At 2 K)0 p.m. Mr. Thorp and Ferguson called upon 
Mr. Laughlin at his office and Mr. Laughlin dis¬ 
cussed the first clause of the agreement, entitled 
“Witnesseth” and then stated that he felt that 
the clause was all right, although it might be re- 
framed. Mr. Laughlin then stated that Mr. Roth, 
Mr. Frazer Bailey and Mr. Herman Phleger had 
made an appointment with him; that it would take 
him about half an hour to discuss certain matters 
with them, and he would like to be excused for that 
time, and to meet with us again at 3.45. Mr. Thorp 
and I met Mr. Frazer Bailey, Mr. Roth and Mr. 
Phleger in the lobby of Mr. Laughlin’s office, and 
then left, Mr. Thorp remarking that perhaps we 
had met the successors to the Dollar Steamship 
Lines. 

Prior to going over to Mr. Laughlin’s offices, 
Ferguson contacted Mr. I. H. Frank and went over 
the agreement draft 2a with him and received sug¬ 
gestions with respect to the same. 

Upon leaving Mr. Laughlin’s office, Ferguson con¬ 
tacted Mr. Lorber and Mr. King, in Mr. King’s 
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office, and they brought out the following points, 
which must be settled in the agreement: 

1. Tax situation. 

2. Lease of the Dollar Building. 

3. Office furniture. 

4. Employee situation, especially that Robert Dol¬ 
lar Co. and Dollar of California, should be respons¬ 
ible for wages due and unpaid prior to January 25, 
and should assume no other liabilties. 

5. The Matson contract—Robert Dollar Co. and 
Dollar of California should be entirely released 
from this contract. 

6. There should be a complete release of the 
agreement dated September 16, 1929, between R. 
Stanley Dollar, Dollar of California, Dollar of Del¬ 
aware, United States of America, United States 
Shipping Board, United States Shipping Board 
Emergency Fleet Corporation, with respect to the 
mortgages on the 535’s. 

Mr. Thorp and Mr. Ferguson called at Mr. Laugh- 
lin’s office at approximately 3.00 p.m. On the way 
up to the office Ferguson discussed the whole mat¬ 
ter with Robert Dollar II, explaining what occurred. 

As we had decided to discuss the matters in which 
Mr. Thorp was interested, first, so that he could get 
away, we took up Paragraph 5(b) and Mr. Laugh- 
lin agreed to insert, after the words “and transfer 
the” on the fourth line of sub-section (b), page 4, 
“said ‘A’ stock,” and to strike out “the same.” 

Discussion then was had with respect to Para¬ 
graph 23, and the limitation of the time within 
which the escrow should be completed, or the parties 
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released from the agreement. Mr. Thorp suggested 
the following insertion: 

“If at any time the present subsidy or extension 
thereof should expire, or if the five-year subsidy 
referred to in (a) of Paragraph 22 (in amount as 

mentioned in letter dated.from.to 

.) and the loan from the Commission re¬ 
ferred to in (b) of said Paragraph, and the loan 
from the Reconstruction Finance Commission re¬ 
ferred to in (b) of said Paragraph, should not 
all be granted within sixty days from date, then 
in such event, each party hereto shall have the 
option of withdrawing from the said escrow all 
stock, agreements, or other instruments placed 
in escrow, and thereupon shall be released from 
all obligations under this agreement. 77 

Mr. Laughlin, however, suggested in lieu thereof, 
the following addition to Paragraph 23: 

“In the event such subsidy agreement has not 
been entered into and said loans have not been 
made, or firm commitments for said loans have 
not been obtained within sixty days from the date 
hereof, each of the parties hereto, shall have the 
right to demand and receive the return of all 
stock certificates, option agreements, and other 
instruments and writings which said parties have 
respectively so deposited in escrow, and in the 
event of any such withdrawal or withdrawals, the 
respective obligations of the parties hereto, based 
or founded upon the terms and provision of this 
agreement shall thereupon cease and terminate. 77 

Mr. Laughlin stated that the present subsidy was 
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about to expire, that they should have a time limit 
of sixty days which should not be based on any 
contingency whatever, that within sixty days the 
subsidy would be granted, and the loan made, or 
they would be refused and the agreement would 
necessarily have to be abandoned. He said he did 
not want to leave it in any such condition that any 
specific subsidy, with certain terms therein, could 
be a condition precedent to the operation of this 
plan, for the reason that the term of the subsidy 
might be changed by agreement of the Commission 
and Dollar of Delaware. 

Mr. Thorp thereupon left, and Mr. Laughlin and 
Ferguson had the following discussion relative to 
the particular paragraphs of the drafted plan. 

Par. 7, p. 4—Laughlin agreed to strike out the 
words in the fourth line “by mutual consent 7 ’. 

Par. 9—Mr. Laughlin stated that they would 
have to have the clause as it is written, that they 
wanted all of the property that was acquired by The 
Robert Dollar Co. for the purpose of handling its 
activities as Managing Agent. That there has been 
some things taken out of the offices, a typewriter 
and a billing machine, and it appeared as though 
they were stripping the offices at the present time, 
and for that reason he has buttoned this clause 
up so that they would be sure to get all of the 
personal property which The Robert Dollar Co. 
acquired for the purpose of acting as Managing 
Agent. I told him that under no circumstances 
would the parties consent to transferring any of 
the furniture or fixtures in Harold Dollar’s room, 
Captain Dollar’s room, R. Stanley Dollar’s room, 
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Mr. King's room, Mr. Lorber's room, or the cable, 
filing or mail room. I explained to him that this 
was personal property and that the same would not 
be transferred, that all that was contemplated to 
be transferred was the property located in the 
offices of the leased premises occupied now by Dol¬ 
lar of Delaware; that these offices on the 10th floor 
occupied by Dollar of Delaware, were all west of 
the lobby. Mr. Laughlin said he was not agreeable 
to that, that there was a lot of odd furniture and 
property which was in his opinion, acquired by The 
Robert Dollar Co. for its activities as Managing 
Agent and that property must be included. He said, 
however, that he did not want any of the personal 
property of Harold Dollar, Captain Dollar's pic¬ 
tures, memoranda, or of Stanley Dollar’s office, 
which was his personal property. He stated that 
what should be done, is to have Poole and Butter¬ 
field act for Dollar of Delaware and the Commis¬ 
sion and Stanley Dollar and Ferguson act for The 
Robert Dollar Co., himself, Dollar of California, 
and the Estate of Harold Dollar, and that these 
four should decide upon what property should be 
included and what property should be excluded, 
and their decision to be final. I told Mr. Laughlin 
that I could not agree to that, and he said to take 
it up with the other parties, and that he would 
insist upon leaving Paragraph 9 in the same langu¬ 
age, but would write a letter in which the decision 
of Poole, Butterfield, Stanley Dollar and Ferguson, 
as to the property to be included and excluded, 
would be acceptable, and that a bill of sale for 
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the property to be included should thereupon be 
executed and placed in escrow. 

Par. 10 was then discussed. Ferguson told Laugh- 
lin that The Robert Dollar Co. and Dollar of Cali¬ 
fornia could only agree to pay any wages which 
were due and unpaid on January 25, 1938, to its 
employees; that Dollar of Delaware must assume 
and pay all obligations to the employees after that 
date; that this would include any accumulated wages 
which the employees could recover upon discharge 
or by reason of death or sickness, under the laws 
of the several countries in which they were em¬ 
ployed; also that any liability occurring by reason 
of the transfer of Robert Dollar employees on 
January 25, 1938 to the employ of Dollar of Dela¬ 
ware, should be assumed by Dollar of Delaware if 
the same should constitute a discharge and thereby 
allow employee to recover under the laws of the 
several countries, especially that of Italy. Laughlin 
stated that he believed that Paragraph 10 carried 
that intention into effect, but that he would be 
willing to clarify the clause by a letter, if necessary. 
That what the commission would insist upon would 
be that The Robert Dollar Co. pay all moneys due 
and collectible by the employees prior to January 
25, 1938. I told him that this would entail a little 
more thorough study of the Italian law, and the 
law of the countries in which the employees were 
located. 

Par. 11—Laughlin agreed to change so as to read 
practically in conformity with the suggested change 
which we had made on draft No. 2, so that the 
Dollar of Delaware would affirm and assume the 
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existing lease between The Robert Dollar Co. and 
the owners of the Robert Dollar Building. 

Par. 16—Ferguson told Laughlin that this clause 
did not release The Robert Dollar Co. and the Dol¬ 
lar of California from the Matson agreement, which 
was desired by those parties. Laughlin stated that 
the Commission could not release either The Robert 
Dollar Co. or Dollar of California from this agree¬ 
ment nor could they assume any liability for any 
acts which were done by either of those parties in 
violation of their agreement; that all the liability 
that could be assumed under that contract, would 
be the liability for any act of Dollar of Delaware 
in violation of the contract. It is apparent that the 
Commission cannot agree to hold either The Robert 
Dollar Co. or Dollar of Delaware harmless by rea¬ 
son of any act which they might do in violation of 
that contract, for this would amount to a decision 
by the Commission that the contract was illegal 
prior to the final submission of the investigation 
now pending before the Commission. 

Par. 17—Laughlin stated that Stanley Dollar 
could release himself from future liability under 
his guarantee by withdrawing the same, and that 
this paragraph gave to him all that the Commission 
and Dollar of Delaware could do under the cir¬ 
cumstances. 

Par. 18—Laughlin stated that the Commission 
could not lawfully release Stanley Dollar from all 
claims based upon past transactions; that he had 
to be very careful that the mortgages and the notes 
with respect to the liability of the other parties 
thereon outside of R. Stanley Dollar and Dollar of 
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California, should be preserved; that is, the liability 
of Dollar of Delaware; that a mutual release from 
the Commission might be considered as a release 
of a co-maker, to the extent that such release would 
release the other parties, if made by the mort¬ 
gagee. 

Par. 19—Ferguson pointed out to Laughlin that 
Dollar of California, having a third mortgage on 
the Fillmore-Johnson should not be limited to the 
collateral; that limiting the rights of Dollar of 
California to the collateral would allow the dump¬ 
ing of the vessels on an unfavorable market, with¬ 
out any liability to the Dollar of Delaware for so 
doing, whereas, if the vessels were sold on a fair 
market, all of the mortgages would be paid. Laugh¬ 
lin, however, insisted that the Dollar of Delaware 
could not assume or be straddled with any further 
liability, and that they would insist upon that 
phrase in the paragraph. 

Par. 24—Ferguson explained to Laughlin that 
one of the real considerations for the agreement 
was that the creditors of Dollar Steamship Lines 
Inc., Ltd., of Delaware, should be paid, and that 
by this paragraph, there was no provision for the 
payment of the creditors, but on the other hand, it 
indicated that the creditors of the company were 
not to be paid. Laughlin stated that the commission 
would not, nor would Dollar of Delaware, make any 
express commitments to pay the creditors. He stated 
that naturally, if Dollar of Delaware proceeded in 
its operation, it would be necessary for them to 
pay the creditors, but that they would not put any 
express agreement in this plan for such payment. 
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After leaving Laughlin’s office, Ferguson met Mr. 
Lorber and Mr. King in Mr. King’s office and re¬ 
cited all that had occurred in his discussions with 
Mr. Laughlin. Mr. Lorber stated that we should 
stand, with respect to Paragraph 19 on the change 
which we had proposed, so that in the event of a 
deficiency on the sale of the Fillmore-Johnson that 
Dollar of California could collect such deficiency. 
In this respect, I told Mr. Lorber that Laughlin 
had made a point of some statements in letters by 
Mr. Dollar that the Fillmore and Johnson were 
worth more than the mortgages on those vessels, 
and that the Commission had relied upon those 
statements in allowing the mortgages to be placed. 
Mr. Lorber stated that a mere opinion as to value, 
would not be taken so as to eliminate the collection 
of a deficiency if the vessels were sold for less than 
the value stated in the opinion. 

Saturday—July 23, 1938— 

At about 10:00 a.m. Mr. Laughlin called Ferguson 
on the phone, stated that he had received communi¬ 
cations from the Maritime Commission that they 
were holding over their staff for Saturday and 
Sunday and desired to have this plan so that they 
could act upon the same on Monday at their meet¬ 
ing. He further stated that he had told the Com¬ 
mission to release their staff for Saturday and 
Sunday, and that on Monday they would have in 
their hands, the plan. He further stated that the 
question had been raised, as to the power of the 
Commission to approve the lease of the Dollar 
Building; that he understood that Mr. Hicking- 
botham, or someone else was to prepare a memo- 
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randum supporting the lawfulness of the approval 
of the lease on the Dollar Building. He stated that 
he would like to have a letter from me (Ferguson) 
expressing the opinion that the lease was not pro¬ 
hibited by the Merchant Marine Act by reason of 
the preferred stock ownership of The Robert Dollar 
Co. in Dollar of Delaware; also that he wanted a 
letter from Ferguson with respect to any sug¬ 
gested changes to be made in Draft 2A, Saturday 
afternoon so that he could airmail the proposed 
plan to the Commission. He stated that he was go¬ 
ing to mail the proposed plan to the Commission, 
and that it would be well to have any suggestions 
we had, go forward with the Plan. 

Laughlin said that when the Commission received 
the proposed plan, they would act upon it and give 
him authority to execute the plan with such modi¬ 
fications as they might desire to make, and that 
he would then have no authority to change it. Fer¬ 
guson told him that he would do what he could, 
and advise him later. 

Ferguson then contacted Mr. King and Mr. Lor- 
ber and we all decided that we would discuss the 
matter with Mr. Frank. Mr. Frank and Mr. Fergu¬ 
son, jointly, then drafted an opinion which was 
with respect to authority for entering the lease of 
the Dollar Building which, in their opinion, did 
not come within the inhibitions of the Merchant 
Marine Act. Ferguson drew up a letter, as one 
of the Executors of the Estate of Harold Dollar, 
suggesting proposed changes in the plan. 

Mr. Joseph Hickingbotham came in and heard 
the opinion read. He suggested that we refer to 
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the operating subsidy in which the Commission had 
authorized the lease of the premises. Mr. Frank 
and Ferguson were both of the opinion that this 
should not be referred to inasmuch as the lease at 
that time was made between companies which were 
affiliated within the meaning of the Merchant Ma¬ 
rine Act, whereas upon the adoption of the adjust¬ 
ment plan, draft 2-a, there would be no such rela¬ 
tionship. In the meantime, Mr. Laughlin had sent 
over three copies of draft number 3, in which 
changes were made in the ‘witness 7 paragraph, 
paragraph 1 and 2 to conform to the requirements 
of Mr. Wrentz; also in subdivision (b) of Para¬ 
graph 6; also Paragraph 10. 

Paragraph 11 was changed to conform to the 
suggested change in draft 2. 

Paragraph 23—the additional clause suggested by 
Mr. Laughlin, was inserted. Ferguson delivered the 
two letters he had written, to Mr. Laughlin, at his 
office at 4:00 p.m. Mr. Laughlin said that was fine, 
and he would forward them with the proposed plan. 

Ferguson informed him that he was only speak¬ 
ing as one of the executors, and had made the sug¬ 
gestions in his letter only as one of the Executors, 
and that he could not bind any of the other parties, 
nor djd he desire to bind himself entirely, to the 
plan a; proposed; that the proposals were mere 
suggestions. 

There was no further discussion, and upon return¬ 
ing to the office at 5:00 p.m. Mr. Lorber, Mr. King 
and Mr. Frank, had all left. 

Dictated on dictaphone but not read 

E. & O. E. 
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DEFENDANTS’ EXHIBIT No. 79 
(For Identification Only) 

[Printer’s note: Longhand writing is shown in 
italic print.] 

(SF No. 1. Individuals and taxable fiduciaries) 

3-/1 5 Page T-l 

TRANSMITTAL LETTER 

[Stamp]: Field 

Examining Officer: Leslie H. Moon. 

Time Spent: 1 day. 

[Stamp]: Revenue Agent in Charge. Received 
Nov. 8,1941, San Francisco. 

Name and address per return: H. M. and M. J. 
Lorber, 311 California St., San Francisco, Calif. 

[None] 

Place: San Francisco, Calif. 

Date: Nov. 7, 1941. 

Internal Revenue Agent in Charge, 

San Francisco, California. 

An examination of the books and records of the 
above-named individuals for the years indicated be¬ 
low disclosed the following: 

Summary, Income Tax 
Computations Verified 
Year Ended: 12/31/38. No change. 

1 California 

In 1929 the Dollar S.S. Lines Inc., Ltd. (Dela.) 
was formed and taxpayer as well as the other sub- 
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scribers, received stock in this new company for 
their interest in the trust . As this was treated as a 
non-taxdble transaction and there was no gain or 
loss to taxpayer on the receipt of the stock in ex¬ 
change for his interest in the trust. 

Taxpayer made the statement that he lost all 
right , title and interest in this stock in 1938 and 
claimed same as a deduction for 1938 for that rea¬ 
son” 

* * * * * 


DEFENDANTS’ EXHIBIT No. 81 
(For Identification Only) 

[Excerpts from San Francisco Chronicle, 
August 20, 1938] 

DOLLAR LINE FLAGS VANISH FROM SEA; 

U. S. TAKES OVER 

Dollar steps out, the Government steps 
in—the end of a vast shipping empire. 

On page 26 is the Maritime Commis¬ 
sion’s statement which reveals the de¬ 
tails of the tremendous transaction. 

The once-proud name of the House of Dollar, a 
name known and respected in every port of the world 
for more than 50 years, was sentenced yesterday to 
vanish from the Seven Seas, perhaps forever. 

The United States Maritime Commission an¬ 
nounced here that it had signed an agreement with 
the Dollar Steamship Lines, Inc., Ltd., and other 
Dollar subsidiaries under which the Government will 
acquire more than 90 per cent of the outstanding 
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stock of the company. The commission will operate 
the lines under a rejuvenation to be effected by an 
injection of Federal funds. 

One of the clauses of 1 .e agreement is the termina¬ 
tion within six months of the rights of the govern¬ 
ment line to the use of the name “Dollar” and all use 
of the Dollar flag and insignia. 

End of an Empire 

So ends the vast shipping empire founded and 
built up by the late Captain Robert Dollar from the 
day in 1888 when he purchased the little vessel News¬ 
boy and decorated its stack with the famous “$” 
sign, a shipping empire that once contained more 
than 100 ships in ports of the United States, Canada, 
South America, Europe, Asia and Australia. 

Details of the huge transaction were announced 
here by Reginald S. Laughlin, special counsel for the 
commission in its dealings with the 13 corporations 
comprising the Dollar realm. 

R. Stanley Dollar, the only person with the Dollar 
name still with the company, will remain as presi¬ 
dent for a few weeks and then he and other “top¬ 
flight” executives of the line will resign, Laughlin 
said. He did not name the “top-flight” executives, 
but the men associated with Dollar as vice presidents 
are Hugo Lorber, Charles Kong, William Bush and 
Michael Buckley. 

Laughlin said the line will be operated with the 
grant of a $15,000,000 subsidy from the Government, 
to be paid at the rate of $3,000,000 a year for five 
years. The subsidy is practically assured, he said. 
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Will Modernize Ships 

In addition, a loan of commission funds of $1,500,- 
000 will be made to the Government-owned line for 
repairs and modernization of the 12 ships now owned 
by Dollar. Only four of these ships are now in opera¬ 
tion and of these only one is equipped to carry 
passengers under the new “safety-at-sea” laws. All 
12 vessels will be refitted with fire apparatus and 
other safety devices to qualify them as passenger 
carriers. 

In addition, the Government will grant an addi¬ 
tional loan of $2,500,000 by the Reconstruction Fi¬ 
nance Corporation to provide working capital for the 
line. This capital is now practically exhausted, said 
Laughlin. 

The $7,500,000 indebtedness of the company to the 
RFC will be assumed by the commission company, in 
addition to mortgages to be acquired under the re¬ 
pair loan act. The agreement calls for the freeing of 
Dollar and other stockholders and officials of the 
company from liability in connection with these 
debts. 

Chairman Emory S. Land of the commission said 
the action of the commission was taken to forestall 
the possibility of Dollar lines being thrown into 
bankruptcy consequent interruption or cessation of 
operation. 

He said the new setup would insure resumption of 
schedules between United States and Japan, China, 
the Philippines, Hawaii, the Straits Settlements, 
Ceylon, India, the Suez canal, Egypt, Gibraltar, 
Italy, France in the Mediterranean, New York, 
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Havana, Dutch East Indies, the Panama canal and 
California. 

TERMS OF MARITIME BOARD, 
DOLLAR LINE AGREEMENT 

How Transaction Was Made 

Here are the conditions under which the 
Maritime Commission will take over owner¬ 
ship and operation of the Dollar Line: 

1— Transfer to the Government of absolute 
title to 90 per cent of the outstanding stock of 
the company. 

2— Termination of the management agree¬ 
ment under which the Robert Dollar Company 
has acted as agent of Dollar Steamship Lines, 
Inc., Ltd., in this and other countries. 

3— Termination within six months after the 
date of the agreement of the rights of the com¬ 
mission-owned lines to use of the name “Dol¬ 
lar” and use of Dollar flag or insignia. 

4— Release of R. Stanley Dollar and certain 
Dollar companies from liability on notes and 
mortgages of the companies. 

5— Readjustments and extensions in the 
maturity of various obligations owed the com¬ 
mission. 

Here is the statement of the United States Mari¬ 
time Commission, issued in Washington, D. C., on the 
taking over of the Dollar Steamship Lines by the 
Commission: 

The United States Maritime Commission an¬ 
nounced today that it has entered into an agreement 
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with the Dollar Steamship Lines, Ine., Ltd., under 
which it plans to acquire approximately 90 per cent 
of the company’s voting stock. 

Upon successful completion of the plan operations 
generally would remain in company hands. 

The agreement covering the adjustment antici¬ 
pates continuance of uninterrupted service and em¬ 
ployment of both off-shore and on-shore personnel 
would continue and expand, was signed today in San 
Francisco by Reginald S. Laughlin, acting as special 
counsel for the commission, and a group of 13 cor¬ 
porations and individuals representing Dollar inter¬ 
ests. 

Agreement Pending 

Terms of the agreement are contingent upon subse¬ 
quent granting of a five-year operating differential 
subsidy which, as being worked out by commission 
experts, may be expected to rim to approximately 
$3,000,000 per year; granting of a loan of not less 
than $1,500,000 from commission funds for repairing 
and rehabilitating the company’s fleet of 12 vessels, 
only four of which are now in operation; granting of 
a loan of approximately $2,500,000 to the company by 
the Reconstruction Finance Corporation to provide 
working capital which at present is practically ex¬ 
hausted. 

Responsibility for meeting RFC loan requirements 
rests solely upon the company, and the commission, 
under the plan, would continue to hold about $7,000,- 
000 of mortgages on the company’s ships in addition 
to mortgages to be acquired under the repair loan 
plan. 
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Terms of Agreement 

Assuming that the above terms are met with, the 
agreement signed on the West Coast today will pro¬ 
vide: 

1— Transfer to the commission of absolute title to 
all class B stock (2,100,000 shares); title to 63,893 
shares of class A stock. In addition, the commission 
would acquire voting rights and other interests, sub¬ 
ject to existing pledges, in another block of 51,533 
shares of class A stock, of which 252,000 shares are 
outstanding. 

This arrangement leaves 136,574 shares of class A 
outside commission control as well as 34,243 shares of 
preferred. 

2— Termination of the management agreement un¬ 
der which Robert Dollar Company has acted as man¬ 
aging agent of Dollar Steamship Lines, Inc., Ltd., in 
this and other countries. Dollar Steamship Lines 
would acquire all leases, furniture, fixtures, equip¬ 
ment and automobiles used by Robert Dollar Com¬ 
pany throughout the world in its capacity as manag¬ 
ing agent. Dollar Steamship would also take over 
such personnel of the Robert Dollar Company as has 
been engaged in the managing agent activities. This 
proposal results in consolidation of operating and 
management activities with consequent anticipated 
increase in efficiency and substantial reduction in 
costs. 

“Dollar” To Vanish 

3— Termination within six months after the date 
of the agreement of the rights of Dollar of Delaware 
to the use of the name “Dollar,” and all use of the 
Dollar flag and insignia. 
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4— Release of R. Stanley Dollar and certain of the 
so-called Dollar companies from liability under vari¬ 
ous guarantees they previously have given upon notes 
secured by ship mortgages upon the Dollar fleet. This 
action is taken in consideration of transfer of their 
voting stock to the commission. 

5— Readjustments and extensions are contem¬ 
plated in the maturity of various obligations owed to 
the commission, the Anglo California National Bank, 
which is a creditor to the extent of approximately 
$2,050,000, and certain Dollar companies. 

ment plan and agreement today, Chairman Emory S. 
Land said: 

“The Dollar situation has been a matter of consid¬ 
erable anxiety to the commission for many months. 
The commission insists upon maintenance and effi¬ 
cient servicing of the vital trade routes covered by 
the Dollar Lines. They are of outstanding importance 
to our foreign trade and to our national defense. The 
commission, therefore, has explored conscientiously 
possibilities of a solution and has agreed to the ad¬ 
justment plan signed today with the idea of prevent¬ 
ing interruption of service and employment, such as 
would occur were the line to go into bankruptcy and 
follow the usual course of such procedure. 

“The commission, it should be emphasized, has as¬ 
sumed no obligation to grant any loans or subsidies 
until satisfactory application, meeting all require¬ 
ments of the law, have been made by the company. 
Neither has it assumed any duty or obligation, direct 
or indirect, to pay any of the company’s indebted- 
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ness, discharge any of its obligations, or even to hold 
any of the stock it has agreed to acquire upon satis¬ 
factory compliance by the company with the terms of 
the plan. 

Hopes For Settlement 

“The commission sincerely hopes that the proceed¬ 
ings required to carry through the agreement signed 
today will be promptly and satisfactorily completed. 
Under such circumstances it is anticipated that it 
may be possible to develop these lines into a sound 
unit of the American merchant marine.” 

Chairman Land said that “the service rendered by 
the Dollar Company has depreciated until at present 
only four of the 12 ships of the fleet are in operation, 
and only one of these in passenger service, the others 
being used in freight transportation.” 

Under the adjustment plan, the commission ex¬ 
pects to have the 12 ships of the fleet put in sound 
condition and back onto trade routes that touch ports 
in California, Japan, China, the Philippines, via 
Hawaii, and also in around-the-world service, ports 
in the Straits Settlements, Ceylon, India, Suez Canal, 
Egypt, Gibraltar, Italy, France in the Mediterra¬ 
nean, New York, Havana, Dutch East Indies and the 
Panama Canal. 

Months of Study 

Months of study, discussion and negotiation lie 
behind the action taken by the commission and Dollar 
interests today on the Coast. In January, the com¬ 
pany’s financial position, consistently weakening, ne- 
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cessitated certain immediate adjustments. To give the 
commission further opportunity to consider the prob¬ 
lem, a temporary six-month operating subsidy was 
granted. Negotiations were undertaken during this 
period looking to the possibility of a long-term sub¬ 
sidy based upon sweeping reforms in the company’s 
financial structure. However, the unwillingness or 
inability of various Dollar interests to provide the 
commission necessary guarantees and assurances, 
halted progress along this line. 

After repeated rejections of commission offers, 
the company’s increasingly dangerous financial 
condition made bankruptcy, foreclosure of ships 
mortgages and interruption of service and employ¬ 
ment appear inevitable. The commission again 
pressed negotiations and the adjustment plan signed 
today was worked out. 

Among those signing, aside from the commission, 
were: Dollar Steamship Lines, Inc., Ltd., Dollar 
Steamship Lines, the Robert Dollar Company, Ad¬ 
miral Oriental Line, Pacific Lighterage Corporation, 
Olympic Refining Company, Dollar Wharf and 
Warehouse Company, R. Stanley Dollar, Keith R. 
Ferguson and Robert Dollar II, as executors of the 
estate of John Harold Dollar. 
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DEFENDANTS ’ EXHIBIT No. 82 
(For Identification Only) 

[Excerpt from The San Francisco News, 
August 19, 1938.] 

DOLLAR LINES TAKEN OVER 
BY U. S. BOARD 

Deal Signed Whereby Maritime Commission 
Will Acquire 90 Pet. of Stock 

Fleet To Be Repaired 

Operations Generally Will Remain in Hands 
Of the Company 

An agreement under which the U. S. Maritime 
Commission plans to acquire control of 90 per cent 
of the voting stock of the Dollar Steamship Lines, 
Ltd., was signed here today by Reginald S. Laugh- 
lin, special counsel for the commission, and a group 
of 13 corporations and individuals representing 
Dollar interests. 

Under the agreement operations generally would 
remain in company hands, the commission said. 

But while the commission was silent on such 
specific details, reports were current that the agree¬ 
ment means that R. Stanley Dollar, now president, 
would wind up his affairs and after a short time 
step out, since the stock to be relinquished is that 
of himself and family. 

Before many months have passed, the famous $ 
sign will disappear from the seas and a new name 
selected by the commission, will take its place. 

Signing of the agreement was announced simul- 
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taneously by Mr. Laughlin here and by the com¬ 
mission in Washington. 

Contingent Terms 

Terms of the agreement are contingent upon sub¬ 
sequent granting of a five-year operating differen¬ 
tial subsidy which may be approximately three mil¬ 
lion dollars a year; granting of a loan of at least 
$1,500,000 from commission funds for repairing 
and rehabilitating the Dollar’s fleet of 12 vessels, 
and granting of a loan of approximately $2,500,000 
to the company by the Reconstruction Finance 
Corp. to provide working capital. 

The company’s working capital at present is prac¬ 
tically exhausted, and only four of its ships are in 
operation. 

Responsibility for meeting RFC loan require¬ 
ments rested solely on the company, and under the 
plan the commission would continue to hold about 
seven million dollars of mortgages on the company’s 
ships in addition to mortgages to be acquired under 
the repair-loan plan. 

On the assumption that contingent terms would 
be fulfilled, the agreement provides: 

1. —Transfer to the commission of absolute title 
to all Class B stock (2,100,000 shares); title to 63,- 
893 shares of Class A stock. In addition, the com¬ 
mission would acquire voting rights and other in¬ 
terests, subject to existing pledges, in another bloc 
of 51,533 shares of Class A stock, of which 252,000 
shares are outstanding. This arrangement leaves 
136,574 shares of Class A outside commission con¬ 
trol. 

2. —Termination of the management agreement 
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under which the Robert Dollar Co. has acted as 
managing agent of Dollar Steamship Lines, Inc., 
Ltd., in this and other countries. 

Dollar Steamship Lines would acquire all leases, 
furniture and other equipment used by Robert 
Dollar Co. in its capacity as managing agent. Dollar 
Steamship would also take over the Robert Dollar 
Co. personnel. 

3. —Termination within six months after the date 
of agreement of the rights of Dollar of Delaware 
to the use of the name Dollar and all use of the 
Dollar flag and insignia. 

4. —Release of R. Stanley Dollar and certain of 
the so-called Dollar companies from liability under 
various guarantees they previously have given upon 
notes secured by ship mortgages upon the Dollar 
fleet. 

5. —Readjustments and extensions are contem¬ 
plated in the maturity of various obligations owed 
to the commission, the Anglo-Califomia National 
Bank, which is a creditor to the extent of approxi¬ 
mately $2,050,000, and certain Dollar companies. 
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DEFENDANTS’ EXHIBIT No. 83 
(For Identification Only) 

[Excerpt from San Francisco The Call Bulletin, 

August 19, 1938.] 

U. S. TAKES OVER DOLLAR LINES 
90 Pet of Ship Stock Acquired 

Pact Signed in S. F.; On and Off Shore Jobs 

Continue 

The Dollar line, whose ships touch every port of 
the Seven Seas, today prepared to weigh anchor as 
a private corporation. 

The Federal Maritime Commission announced it 
had entered an agreement with the world famed 
San Francisco shipping firm whereby it plans to 
acquire 90 per cent of the company's voting stock. 

To Yield Stock 

Significantly, sounding a knell that the far-flung 
shipping empire founded by the late Captain Robert 
Dollar has fallen from family rule, an official of 
the company disclosed that R. Stanley Dollar, pres¬ 
ent head of the line, will, by the terms of the agree¬ 
ment, relinquish all his personal stock in the Dollar 
Steamship Line Inc. to the commission. 

The company will continue to operate under the 
Dollar name for six months, it was learned by The 
Call-Bulletin, and then be replaced by a name new 
to the maritime industry. 

Stanley Dollar is expected to remain as head of 
the line for a short time, winding up company 
affairs, until the commission has an opportunity to 
place its own officers in command. 
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Jobs Retained 

The commission-company agreement, Associated 
Press reported, anticipates resumption of uninter¬ 
rupted service and employment of both off-shore 
and on-shore personnel, other than high executives. 

The agreement was signed today in San Fran¬ 
cisco by Reginald S. Laughlin, acting as special 
counsel for the commission, and a group of thirteen 
corporations and individuals representing Dollar 
Line interests. 

Chairman Emory S. Land said the commission 
“sincerely hopes the proceedings required to carry 
through the agreement signed today will be promptly 
and satisfactorily completed.” 

“12 Ships in Action” 

“Under such circumstances ” Land said, “it is 
anticipated that it may be possible to develop these 
lines into a sound unit of the American merchant 
marine.” 

The service rendered by the company, Land 
added, “has depreciated until at present only four 
of the twelve ships of the fleet are in operation, 
and only one of these in passenger service, the 
others being used in freight transportation.” 

Land said the commission expects to have the 12 
ships put in sound condition and back onto trade 
routes that touch ports in California, Japan, China, 
the Philippines via Hawaii and also in the around 
the world service. 

(Details of the Agreement on Page 13) 
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HERE ARE TERMS OF PACT WITH 
DOLLAR LINE 

Following are the terms of the agreement be¬ 
tween the Maritime Commission and the Dollar 
Line interests signed today. 

1. Transfer to the commission of title to all class 
B stock (2,100,000 shares); title to 63,893 shares of 
class A stock. In addition, the commission would 
acquire voting rights in another block of 51,533 
shares of class A stock, of which 252,000 shares are 
outstanding. This arrangement leaves 136,574 shares 
of class A outside commission control as well as 
34,243 shares of preferred. 

Manager Pact 

2. Termination of the management agreement 
under which the Robert Dollar Company has acted 
as managing agent of the Dollar Steamship Lines 
in this and other countries. The commission said 
this would result in consolidation of operating and 
management activities to increase efficiency and 
reduce cost. 

3. Termination within six months of the right 
of Dollar of Delaware to use the name “Dollar”. 

4. Release of R. Stanley Dollar and certain of 
the so-called Dollar companies from various guar¬ 
antees they have given on notes secured by ship 
mortgages on the Dollar fleet. This action was 
taken in consideration of transfer of their voting 
stock to the commission. 

5. Readjustments and extensions in the maturity 
of various obligations owed the commission, the 
Anglo California National Bank, a creditor of about 
$2,000,000 and certain Dollar companies. 
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RFC Requirements 

The announcement said responsibility for meet¬ 
ing RFC loan requirements “rests solely upon the 
company and the commission, under the plan, would 
continue to hold about $7,000,000 of mortgages on 
the company’s ships in addition to mortgages to 
be acquired under the $1,500,000 repair loan plan.” 

Land said the commission had assumed no obliga¬ 
tion to grant any loans or subsidies “until satis¬ 
factory applications, meeting all requirements of 
the law, have been made by the company.” 

“Neither has it (the commission) assumed any 
duty or obligation, direct or indirect, to pay any of 
the company’s indebtedness, discharge any of its 
obligations, or even to hold any of the stock it has 
agreed to acquire upon satisfactory compliance by 
the company with terms of the plan.” 

Land said the Dollar situation “has been a mat¬ 
ter of considerable anxiety to the commission for 
many months.” 

“The commission insists upon maintenance and 
efficient service of the vital trade routes covered 
by the Dollar Lines,” he added. 

“Vital as War Aids” 

“They are of outstanding importance to our for¬ 
eign trade and to our national defense. The com¬ 
mission, therefore, has explored conscientiously pos¬ 
sibilities of a solution and has agreed to the ad¬ 
justment plan with the idea of preventing inter¬ 
ruption of service and employment, such as would 
occur were the line to go into bankruptcy and 
follow the usual course of such procedure.” 

The Dollar lines, during the prolonged negotia- 
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tions, have been operating under a temporary sub¬ 
sidy from the commission. Officials said the com¬ 
pany likely would continue to receive it until final 
details of a five-year subsidy can be worked out. 

DEFENDANTS’ EXHIBIT No. Ill 
(For Identification Only) 

RESOLUTION 

Whereas, an “Agreement Respecting Adjustment 
Plan of Dollar Steamship Lines Inc., Ltd.,” a copy 
of which is hereto attached, has been presented and 
explained in detail before the Commission by Regi¬ 
nald S. Laughlin, Special Counsel to the Commis¬ 
sion, and. 

Whereas, the Commission has considered the same 
and considered also the advice and recommenda¬ 
tion of the heads and members of the Legal Divi¬ 
sion, the Division of Finance, and the Division of 
Operations and Traffic, and, 

Whereas, the Commission has determined that 
said Agreement offers the most fair and feasible 
means of continuing essential American-flag pas¬ 
senger and cargo service to the Orient, and that it 
is to the best interests of the United States and 
the American Merchant Marine to enter into said 
Agreement, 

Now Therefore, Be it Resolved that the United 
States Maritime Commission does hereby approve 
said “Agreement Respecting Adjustment Plan of 
Dollar Steamship Lines Inc., Ltd.,” in all respects; 
and 

Further Resolved, That the Chairman, Vice- 
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Chairman, and General Counsel be, and they are 
hereby authorized on behalf of the Commission to 
do all of the things and take all the steps, acts 
and proceedings, and execute and deliver all certi¬ 
ficates, documents, instruments and writings that 
the Commission may legally do, take or execute and 
deliver and that may be necessary or proper on 
the part of the Commission to accomplish or facili¬ 
tate the consummation of the transactions and deeds 
referred to and set forth in said Adjustment Plan. 

I, W. C. Peet, Jr., Secretary, United States Mari¬ 
time Commission, hereby certify that the foregoing 
is a true and correct copy of a Resolution duly 
adopted by the United States Maritime Commis¬ 
sion at a meeting duly held on August ...., 1938, 
at which meeting a quorum was present and voted, 
and that said Resolution has not been amended or 
repealed but is now in full force and effect. 

W. C. PEET, JR., 

Secretary. 

August_, 1938. 

[The following appears in handwriting at the 
lower left comer:] 

PDP 

Bon Geaslin 

RESOLUTION 

Whereas, the Commission has heretofore on Aug¬ 
ust 2, 1938, passed and approved a Resolution ap¬ 
proving an “Agreement Respecting Adjustment 
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Plan of Dollar Steamship Lines Inc., Ltd.,’ 7 a copy 
of which is hereto attached. 

Now Therefore, Be it Resolved that Reginald S. 
Laughlin, Special Counsel to the Commission, be 
and he hereby is authorized to execute and deliver 
for and on behalf of the United States Maritime 
Commission and as its duly authorized representa¬ 
tive said “Agreement Respecting Adjustment Plan 
of Dollar Steamship Lines Inc., Ltd.” 

I, W. C. Peet, Jr., Secretary, United States 
Maritime Commission, hereby certify that the fore¬ 
going is a true and correct copy of a Resolution 
duly adopted by the United States Maritime Com¬ 
mission at a meeting duly held on August 2, 1938, 
at which meeting a quorum was present and voted, 
and that said Resolution has not been amended or 
repealed but is now in full force and effect. 

/s/ W. C. PEET, JR., 

W. C. Peet, Jr., 

Secretary. 

August 4, 1938. 

[The following appears in handwriting at the 
lower left comer:] 

PDP 

Bon Geaslin 
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DEFENDANTS’ EXHIBIT No. 131 
(For Identification Only) 

■***«■* 

Matson Navigation Company 

215 Market Street 
San Francisco, California 

F. A. Bailey September 17, 1938 

Executive Vice President 
United States Maritime Commission 
Washington, D. C. 

Gentlemen: 

This is being submitted pursuant to your tele¬ 
graphic request of September 10, 1938, that we 
supplement our previous communication regarding 
our offer to serve as managing agent for the Dollar 
Line. 

Preliminarily, we summarize our position as fol¬ 
lows: 

1. We are advised that the Maritime Commis¬ 
sion is or about to become the owner of 90% of the 
equity stock of the Dollar Line. 

2. We are further advised that the Commission 
will not consider favorably a sale of the assets of 
that Line to an operator for continued operation, 
at any price which is not sufficiently large to pay 
in full the debts of the Dollar Company. Such a 
price is, in our opinion, considerably beyond the 
present day value of the Company’s assets. 

3. Matson Navigation Company was willing to 
enter into negotiations looking to the purchase of 
the Line and its continued operation, but this has 
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been rendered impossible by the condition set forth 
in paragraph 2. 

4. Believing that it is not in the interest of the 
public, or of the creditors and stockholders of the 
Dollar Company, or consonant with the spirit or 
provisions of the Merchant Marine Act, that this 
Line should be operated by the Government or 
owned by it for any extended period, and a present 
sale being impossible for the reasons stated above, 
Matson submitted its offer to act as managing 
agent. 

5. Matson’s offer to act as managing agent is 
upon the basis of cost for a limited period, and 
thereafter on the basis of a remuneration to be 
mutually agreed upon, either now or at such time. 

6. Matson anticipates that on the basis proposed, 
a saving of approximately $500,000 per annum 
(plus other substantial pecuniary benefits) com¬ 
pared with the operation as an independent unit 
will result, thus affording substantial sums for the 
satisfaction of indebtedness of the Dollar Line. A 
more exact estimate cannot be made at this time 
because it has been impossible to obtain access to 
Dollar Line records of operation. 

7. After a period of operation by Matson, it is 
hoped that the debts of the Dollar Line will be 
sufficiently reduced so as to make possible the sale 
of its assets at a fair market value, as referred to 
in paragraph 2 above. In that event and at that 
time, Matson is prepared to enter into negotiations 
looking toward the purchase of the Line, and its 
continued operation, provided satisfactory operat¬ 
ing subsidy contracts can be obtained. 
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8. In the event of purchase, Matson would con¬ 
template the construction of new tonnage, of a 
character suitable for the trade, or acquisition of 
tonnage built or building by the Commission, pro¬ 
vided mutually satisfactory arrangements with the 
Commission could be arrived at. In the meantime, 
and while Matson was acting as managing agent, 
Matson would expect to cooperate with the Commis¬ 
sion in any building program the Commission might 
desire to undertake. 

9. It is believed that the above program is ad¬ 
vantageous to the creditors and stockholders of the 
Dollar Line, and the restoration of public confidence 
in American-flag shipping on the Pacific. It is also 
believed that it is in accord with the provisions 
and policies of the Merchant Marine Acts which 
declare for private ownership and operation, as 
against long-range Government ownership and oper¬ 
ation, such as would otherwise seem inevitable. 

Hereafter we set forth in greater detail, facts 
and considerations bearing upon the above. 

1. Subject. 

This communication relates to the services here¬ 
tofore operated by the Dollar Steamship Lines, Inc., 
Ltd., and now in partial operation over the follow¬ 
ing routes: 

1. Trans-Pacific, from San Francisco and Los 
Angeles, California, to Japanese, Chinese, and Phil¬ 
ippine ports, and return; 

2. Around-the-world; 

but more particularly with respect to the Trans¬ 
pacific Service as hereinafter explained. 
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2. Qualifying Applicant. 

The undersigned applicant, Matson Navigation 
Company, is well known to the Commission, and 
data qualifying it is already a part of the Com¬ 
mission’s record. If any further data is desired it 
will be gladly furnished upon request. 

3. Historical Background. 

Over a period of a number of months of the 
past, “when it became obvious that the Dollar Line 
was experiencing financial and operating difficul¬ 
ties, representatives of the Commission unofficially 
approached the applicant and inquired whether it 
was interested in acquiring any, or all, of the 
services or assets of the Dollar Line. At that time 
the Dollar interests seemed to be making a deter¬ 
mined effort to overcome their difficulties and were 
working with the Commission to that end. Matson 
felt that it would not be proper for it to negotiate 
for all, or any part, of the Dollar Line while the 
Dollar interests were endeavoring to work out their 
own solution with the cooperation of the Commis¬ 
sion. Matson so informed the Maritime Commission 
unofficially, and stated that at any later date when 
this situation did not exist, Matson would be inter¬ 
ested in discussing its possible interest in the future 
of these shipping operations. Subsequently Mr. 
Stanley Dollar approached Matson and advised it 
that continuation of these operations by the Dollar 
interests appeared hopeless. Thereupon Matson 
telephoned to the Chairman of the United States 
Maritime Commission advising him that it now felt 
free to discuss a possible interest in the services 
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theretofore operated by the Dollar Line, and in¬ 
quired how Matson should proceed to that end. 
Matson was instructed by the Chairman to confer 
with the Commission’s local counsel, Mr. Reginald 
S. Laughlin, and that any action by Matson would 
be by him immediately transmitted to the Commis¬ 
sion for its information and attention. 

Matson accordingly held a number of conferences 
with the Commission’s counsel and from him learned 
of the difficulties, particularly those of a financial 
and policy character, which confronted the Com¬ 
mission, and especially the Commission’s desire to 
protect the creditors from loss. It soon became ob¬ 
vious that the present day market value of the 
physical assets of the Dollar Line, which offered any 
attraction whatever to Matson, in conjunction with 
the probable market value of other Dollar Line 
assets, would not be sufficient to liquidate the in¬ 
debtedness of the Dollar Line. The Commission’s 
counsel informed Matson that in his opinion the 
Commission’s position was such that it could not 
accept any basis of purchase of Dollar assets which 
would not result in liquidating the outstanding 
indebtedness, and we believe it is fair to state that 
the Commission’s counsel did not disagree with 
Matson that the ready market value of such assets 
on any reasonable basis would not by a considerable 
margin cover the outstanding indebtedness. 

In this situation only one answer appeared. If 
the Dollar assets could not through liquidation 
retire the indebtedness, was there then a chance 
through the operation of these assets over a period 
of time to gradually reduce the indebtedness to a 
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point where a sale could be made which would fully 
protect the creditors? Accordingly Commission’s 
counsel informed Matson that as there appeared 
no possibility of a sale, the only alternative seemed 
to be operation, and the only interest Matson could 
have in operation under such circumstances would 
be a managing agency. To this analysis of the situa¬ 
tion Matson readily agreed. 

Matson frankly stated to the Commission’s coun¬ 
sel that it would be willing to undertake such a 
managing agency arrangement on almost any rea¬ 
sonable basis, first, because it desired to be helpful 
and cooperative to the Maritime Commisison; sec¬ 
ond, because it was anxious to do its part in the 
upbuilding of the American merchant marine; third, 
because it wished to lend its aid to any program 
whose ultimate objective was private ownership 
and operation of American shipping, an objective 
which it considers to be clearly defined in the Ship¬ 
ping Acts of 1916, 1920, 1928 and 1936; and fourth, 
beyond bridging the immediate situation, Matson 
hoped that if through good fortune and good man¬ 
agement the outstanding indebtedness of the Dollar 
Line could be sufficiently reduced, it could come 
forward with a proposal to the Commission to then 
acquire the assets on a basis which would protect 
the creditors, and place the line in private owner¬ 
ship and operation. Matson stated further that it 
did not wish to minimize the difficulties in working 
its way out of the present situation, and that a 
substantial amount of time might be necessary to 
bring about this result. 

In this situation, and at the suggestion of certain 
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stockholders and creditors of the Dollar Line who 
had made their wishes known to Matson, Matson 
telegraphed the United States Maritime Commis¬ 
sion that it would entertain a mutually satisfactory 
agreement with the Commission and with the Dollar 
Line providing for the management of the Dollar 
Line on a mutually satisfactory actual cost basis, 
without profit to Matson, for a limited period. Mat- 
son recited its belief that economies of between 
one-quarter and one-half million dollars per annum 
could be effected by the proposed arrangement of 
operating the Dollar Line in conjunction with its 
present services as against any management ar¬ 
rangement as a separate entity. Matson explained 
that it was not able to give a more accurate figure 
of such economies as the Commission had not felt 
justified in furnishing data concerning the past 
record of overhead and operating costs of the Dollar 
Line. Matson requested the opportunity to discuss 
its proposal further with the Commission. In re¬ 
sponse to its proposal Matson received a reply, 
dated August 19, 1938, that the Commission was 
interested in its proposal but not in position to take 
definite action pending consummation of the Dollar 
project as approved that date by Dollar interests 
and the Commission. Thereafter, Matson received 
from the Maritime Commission a telegram dated 
September 10, 1938, asking it to enlarge upon its 
proposal of August 18 and to set forth its ideas, 
among which would be plans for further develop¬ 
ment of the Trans-Pacific Service and how tonnage 
replacements would be effected. Such is the purpose 
of this communication. 
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Matson would like to explain its reasons for of¬ 
fering to act as managing operators for the Dollar 
Line “on a mutually satisfactory actual cost basis, 
without profit to the company, for a limited period. 7 ’ 
Matson appreciates that the Commission is opposed 
to certain types of managing agency agreements 
that have been made by the Government in the past, 
and believes that such opposition is entirely justified 
by the past record. In order not to involve such 
a situation, Matson offered for a limited period to 
conduct the managing agency of Dollar on an 
actual cost basis. Matson does not feel that it is 
sound business for any company or business interest 
to carry on business relations for another interest 
on a basis of actual cost over a prolonged period. 
The profit incentive stimulates business activities in 
all American commercial life and any arrangement 
purporting to transact business between interests 
without such incentive, no matter how sincere, is 
susceptible of question. Matson has no desire to 
earn considerable profits from the rehabilitation 
of the Dollar Line through managing agency fees. 
It does not believe that the situation makes any 
such arrangement possible even where it so desired. 
It considers that in the Dollar Line’s present finan¬ 
cial situation, any managing agency (or other form 
of management or control), will through its efforts 
and benefits create any value which may later exist. 
When Matson offered to discuss these matters fur¬ 
ther with, the Commission it had in mind putting 
forward the suggestion that for any long-range 
program, (one extending beyond the “limited per¬ 
iod” referred to in its application) should provide 
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for the performance of such services on an actual 
cost basis plus a percentage of the profits which 
might flow from such operation, if any, or some 
other mutually satisfactory basis. Any reward there¬ 
fore would be commensurate with the results ob¬ 
tained from the efforts of the management and 
would be along the line of stimulating initiative. 
The percentage to be agreed upon as a proper com¬ 
pensation for the operator under such circumstances 
was left entirely open for discussion with the Com¬ 
mission. The Commission will recognize the vast 
difference between such an arrangement and the 
old managing agency arrangements operated under 
a previous governmental shipping body, which have 
been subject to public criticism. If the foregoing 
suggestion is not entirely satisfactory, Matson will 
be glad to consider any other basis for compensat¬ 
ing the managing agent which the Commission may 
suggest, such alternative basis could be worked out 
at this time, or at the end of the limited period of 
actual cost operation, as the Commission may pre¬ 
fer. 

4. Development of Trans-Pacific Service. 

While Matson’s application of August 18 for the 
managing agency of the Dollar Line services re¬ 
ferred to both the Trans-Pacific and the Round- 
the-World Services, this was done at the sugges¬ 
tion of the Commission’s San Francisco counsel, 
that such a procedure was desirable as the Commis¬ 
sion was anxious to cover its entire situation and 
Matson was willing to undertake such management, 
at least temporarily, in an effort to be helpful in 
these circumstances. Matson understands that an 
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application has since been filed by the Isthmian 
Line for a subsidy covering the Round-the-World 
Service. Matson recognizes that the interests of the 
American merchant marine would be as well served 
if its attentions and activities were concentrated 
upon the Trans-Pacific Service, with an assignment 
to some other experienced and responsible operator, 
of the Round-the-World Service. Accordingly Mat- 
son has refrained in this communication from any 
assertions regarding the Round-the-World Service. 

Development of the Trans-Pacific Service, in the 
applicant's opinion, requires the maintenance of 
sufficient modern steamships of the Coolidge type, 
or better, to provide at least a fortnightly service 
from California ports to Japan, China, the Philip¬ 
pines. and return, interspaced by similar fort- 
nightlv Pacific service westbound as far as Manila. 
In the initial stages it will be necessary to cover 
this service with the President Coolidge and per¬ 
haps three of the present steamships of the 535- 
foot. type. 

Obviously, if the American line is to keep abreast 
of its foreign competitors new steamships, suffic¬ 
ient in number and in type to operate as companion 
ships with the Coolidge for the purpose of provid¬ 
ing the aforementioned service, will be necessary. 
These vessels should be constructed as early as 
practicable. If, in advance of the time when the 
present indebtedness of the Dollar Line can be 
liquidated or substantially reduced, the Commis¬ 
sion desires to proceed with the construction of 
such new’ steamships as outlined above, the appli¬ 
cant will offer every cooperation to the end of 
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placing of such steamships promptly in service un¬ 
der managing agency, charter, or other arrange¬ 
ments which may be mutually satisfactory, and en¬ 
deavoring to work out a plan for their ultimate 
purchase and operation by the applicant. 

The normal way to work out a building program 
for a trade route is for the applicant possessing 
necessary ships, and financial and other qualifica¬ 
tions, to come forward and file an application for 
an operating subsidy contract with proper replace¬ 
ment provisions. The present situation does not per¬ 
mit of such a procedure, and it would seem that 
the building program, if it is to be for private 
account, will have to be worked out as part of the 
managing agency arrangement agreement. After 
careful consideration of these and other factors, 
we believe that the problem can be solved along 
sound commercial lines on the following basis: 

1. That the managing agency of the Dollar Line 
services be assigned to Matson on mutually satis¬ 
factory terms. The applicant will be agreeable to 
the making of such a managing agency agreement 
for a ‘‘limited period” at actual prorated cost to 
the applicant (as per our telegraphic proposal of 
August 18) or, if the Commission prefers, will en¬ 
deavor to work out a long-range agreement on such 
terms as may be mutually satisfactory. 

2. That every cooperative effort be exerted by the 
Commission and the applicant through the opera¬ 
tion of this service to substantially scale down the 
outstanding indebtedness of the Dollar Line, includ¬ 
ing liquidation of any surplus properties. 

3. That when this is accomplished to a justifiable 
point, Matson will approach the Commission, or 
the Commission may require the operator to submit 
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a proposal to acquire the Trans-Pacific Service and 
its assets, including vessels which may have been 
newly constructed by the Commission or the Dollar 
Company, on a basis (if possible) which would place 
the ownership and operation of the line in private 
hands and start it on its way to the building up 
of a purely commercial service supported by gov¬ 
ernment-aid as provided by law, and as functioning 
in a number of essential American foreign trade 
routes. 

5. Economies and Qualifications for operating 
Trans-Pacific. 

Matson desires to point out the following condi¬ 
tions which it believes places it in the most favor¬ 
able position (a) to operate economically; (b) to 
obtain and increase business for the Dollar Line 
services; (c) to restore the services to a position 
before the public; (d) to inspire local confidence 
and stability in the lines; and (e) to operate har¬ 
moniously with labor, shippers, travelers, shipping 
and general business interests. It is Matson’s belief 
that economies which can be effected by the opera¬ 
tion herein proposed will result in savings in over¬ 
head and operating costs amounting to approxi¬ 
mately $500,000 per year, together with a very sub¬ 
stantial increase in the volume of freight and 
passenger business. Such increase in freight and 
passenger revenues should result from Matson’s 
drawing power in the passenger, freight, and tourist 
field; the expansion of its advertising programs to 
include the Trans-Pacific Service; its direct contact 
with freight and passenger solicitation agencies; 
and it is hoped and expected a considerable volume 
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of business will be diverted to the Dollar Line 
services from foreign lines, by travelers and ship¬ 
pers who habitually patronize Matson Line services, 
and may be classified as satisfied patrons of the 
applicant. 

As to item (a). We ask the Commission not to 
confuse overhead and similar expenses of an oper¬ 
ator carrying on a strictly freighting business with 
that of an organization such as Matsoru involving 
as it does the larg more intricate, and expensive 
function of dealing with the traveling public 
through the medium of passenger and tourist ad¬ 
vertising, passenger solicitation, and general pas¬ 
senger development activities. 

In comparing overhead cost of carriers it is also 
very important that relativity be maintained as to 
the items included therein, and further that the 
scope of such activities are to some degree relative. 
By this we mean whether the carrier’s policy is 
through promotional activities to develop and stimu¬ 
late business, or whether in fact it serves as a 
transportation unit which merely carries the busi¬ 
ness that normally flows to the route. The expense 
of overhead and of business development activities 
depends, to a substantial degree, upon the policy 
adopted in this respect. 

In addition to what may be termed general over¬ 
head organization, Matson possesses its own private 
machine shop, steam laundry, butcher shop, com¬ 
missary and purchasing staff, commissary store¬ 
rooms, painting organization and equipment, up¬ 
holstery plant, and many minor activities which, 
through years of experience, have proved great 
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economies and facilities in the operation of a trans¬ 
portation business as conducted by Matson and 
Oceanic, and would be equally applicable to the 
Dollar Line services. Many of these economies are 
directly reflected in the financial accounts, and many 
others are indirect savings of equal importance, 
but not susceptible of customary accounting. We 
refer to the longer life of linens and cotton goods, 
where laundry operations are carefully supervised 
in the company’s own plant; where repair mechanics 
are thoroughly familiar with every part of the 
company's steamers and can, without lost time, im¬ 
mediately repair or adjust any equipment needing 
attention; standardization of commissary and sup¬ 
plies, including increased purchasing power through 
the company’s commissary, and a magnitude of 
similar items which in the aggregate have sub¬ 
stantial effect upon the operating costs. 

Matson has stated its belief that the economies 
resulting from its operation of the Dollar Line 
services in conjunction with Matson and Oceanic 
services as compared with any individual opera¬ 
tion of the Dollar services under customary ship¬ 
ping practice, would amount to $500,000 per year. 
Matson believes that if given the opportunity of 
reviewing the Dollar Line experience in these re¬ 
spects it can furnish sufficient evidence and assur¬ 
ances to the Commission to fully substantiate this 
estimate. 

As to items (b) and (c). Matson has been estab¬ 
lished in this community, which includes all prin¬ 
cipal Pacific Coast cities, over a period extending 
back thirty-five years. Every shipping organization 
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of any size in the community has had business 
dealings with Matson, we believe of a satisfactory 
nature, and Matson’s reputation as a common car¬ 
rier of freight and passengers extends into central 
and eastern territory where freight and passenger 
offices are maintained in the company’s direct name 
in London, New York, and Chicago, with approxi¬ 
mately two thousand passenger agencies and numer¬ 
ous freight agencies, with which the company is 
in constant contact. Matson’s advertising and pub¬ 
licity program runs into a budget of approximately 
$400,000 per year. Many of its direct mail avenues 
would be immediately open to literature concerning 
the Dollar service. Magazine and newspaper ad¬ 
vertisements could be expanded to cover such serv¬ 
ice, and the Dollar Line would immediately enjoy, 
through association, whatever reputation the Mat- 
son and Oceanic services presently have with the 
traveling public. 

As to items (d) and (e). Matson has been asso¬ 
ciated with, and in fact is a member of, all of the 
outstanding civic organizations of the Pacific Coast 
for a great many years. It has taken a leading part 
in the advancement of these interests, and it sug¬ 
gests that the Commission independently inquire 
as to what the local reaction would be, to its taking 
over the management of the Dollar Line, not only 
from Chambers of Commerce and other civic bodies, 
but from the many creditors of the Dollar Line in 
this community. Matson has not endeavored to have 
these interests make their feelings known to the 
Commission as it does not wish to put itself in 
that position, nor has it wished to embarrass exist- 





2130 


R. Stanley Dollar, et al 


ing creditors, who, in the uncertainty of the situa¬ 
tion, would wish to continue as suppliers of commo¬ 
dities and services with whatever interest is ulti¬ 
mately in control. 

That portion of item (e) relating to labor 
relations is, in our opinion, a matter of great 
importance in this situation. Matson’s relations with 
labor organizations are at least as satisfactorv as 
those of anv other line on the Pacific Coast. We 
suggest that this statement be confirmed by refer¬ 
ence to the Commission’s representatives in charge 
of labor matters, or the seagoing unions. 

6. Objections Suggested. 

It has come to Matson’s attention that certain 
objections have been suggested concerning the man¬ 
agement of the Dollar Line services by Matson. 

Matson has given these matters very serious con¬ 
sideration as it would not wish to embark on a 
program which might in any degree run counter 
to the major policies of the commission, or the 
interests of the American merchant marine, or the 
local creditors and stockholders of the Dollar Line. 
Matson feels that the initiation of such a program 
necessarily requires the complete sympathy and 
cooperation of the Commission, as well as of all 
Pacific Coast interests which might be affected 
thereby. For these reasons Matson has taken the 
liberty of stating the reasons why it feels these 
objections are not well-founded. 

A. Personnel. 

The re-instatement of the full Dollar Line services 
would immediately increase employment to the ex¬ 
tent of the crews now idle from laid-up ships. 
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Further increases in both seagoing and shoreside 
employees would be proportionate to the increased 
volume of business which could be developed by the 
operator. 

As to the organization of shoreside employees 
formerly utilized by the Dollar Line; we appreciate 
the Commission’s very natural disinclination to 
work any measure of hardship upon such employees. 
We are sympathetic with this viewpoint, but are 
forced to the conclusion that under the law and 
sound business practice it is necessary to deal with 
this problem on a purely commercial basis, to the 
end that such action would not jeopardize the fu¬ 
ture of the Trans-Pacific Service and the develop¬ 
ment of the overseas commerce of the United States, 
or the interests of the creditors and stockholders 
of the corporation, and that the creditors who have 
a large stake in this situation, in many instances 
vital to the small creditor, are entitled by law and 
by equity to the foremost consideration. 

In considering this question the loss of employ¬ 
ment by certain organizational employees of the 
company should be balanced against the above- 
mentioned factors, and also against the greater 
security of employment which will be gained by the 
remaining employees because of the assurance of 
successful operation which would result from the 
proposed management arrangement. 

B. Hawaiian Competition. 

Matson has heard that question has been raised 
as to whether it would be expedient to give the 
managing agency of Dollar to Matson because it 
might be considered Matson and Dollar are compet- 
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titors. Such a question of competition between these 
lines could only refer to traffic between Pacific 
Coast and Hawaiian Islands. We invite the Com¬ 
mission’s attention to the fact that this Hawaiian 
Island traffic has been developed over a period of 
thirty-five years, since the sailing ship days, almost 
exclusively by Matson; that during this period 
Matson has kept progressively abreast of the times 
and has furnished to the Hawaiian community all 
that it required in the way of transportation in 
frequency, dependability, modem equipment, and 
at just and reasonable rates. We submit that the 
testimony in the recent Matson-Dollar contract mat¬ 
ter substantiates this statement, whatever the find¬ 
ings in that case may have been. We submit that 
Congress never intended government-aid ships in 
foreign trades to actively seek business previously 
developed by private American companies with 
private capital in protected trade routes along the 
way, and in this respect we invite the Commission’s 
attention to the following: 

(a) That the Merchant Marine Acts of 1916, 
1920, 1928 and 1936, read progressively and to¬ 
gether, show that the intent of Congress was to 
pass legislation, the objective of which was to build 
up American shipping in the foreign trades, and 
to this end granted many forms of aid, such as 
ocean mail contracts, construction loans at low in¬ 
terest rates, operating differential contracts and 
construction differential contracts. At no place in 
the law is there the slightest intimation that Con¬ 
gress intended, or would permit, these government- 
aid vessels to encroach upon, or compete for, busi- 
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ness developed by privately-owned shipping in do¬ 
mestic trades—in fact, the law is precisely to the 
contrary. 

(b) Sec. 605(a) of the 1936 Act provides that 
no subsidy shall be paid in coastwise or intercoastal 
trade and may only be paid on foreign voyages 
where interport domestic calls are necessarily in¬ 
volved, on the basis of reducing the subsidy in 
proportion to the amount of domestic business so 
carried. 

(c) Sec. 605(c) of the 1936 Act provides— 
“That no contract shall be made under this Title 

w’ith respect to a vessel to be operated on a 
service, route, or line served by citizens of the 
United States, which would be in addition to 
the existing service, or services, unless the Com¬ 
mission shall determine, after proper hearing of 
all parties, that the service already provided by 
vessels of the United States registry in such serv¬ 
ice, route, or line is inadequate, and that in the 
accomplishment of the purposes and policy of this 
Act additional vessels shall be operated thereon.” 

The Maritime Commission now proposes to make 
a subsidy contract with the Dollar Line (of which 
it is 90% owner) providing for a service which will 
permit the carriage of traffic between Honolulu 
and San Francisco in both directions by the Trans¬ 
pacific Service, and in the westbound direction by 
the Round-the-World Service. It may be argued that 
the Dollar Line has not completely suspended and 
that the new contract does not therefore provide 
an addition to “the existing service”, and is within 
the technicality of the law. It must be plain how- 
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ever that it was not the intent of the law to stimu¬ 
late competition beween subsidized American-flag 
foreign services (in this case 90% government 
owned) and private domestic shipping where the 
private shipping line is giving adequate dependable 
service with modem equipment at just and reason¬ 
able rates. The Commission has just officially found 
the last-mentioned condition to be true with respect 
to Matson's Hawaiian service in its decision, within 
the last thirty days, in the Matson-Dollar contract 
case. 

(d) As early as the 1916 Act, Sec. 9, amended by 
the 1920 Act, Sec. 18, a law was passed providing— 
“No rule or regulation shall be established which 
in any manner gives vessels owned by the United 
States any preference or favor over those vessels 
documents under the laws of the United States 
and owned by persons who are citizens of the 
United States.” 

A line 90% owned by the Maritime Commission 
must, in effect, be owned by the United States, 
and a subsidized line in competition with a pri¬ 
vately-owned domestic line receiving no govern¬ 
ment-aid certainly enjoys a “preference or favor”. 
The point we are making is that Congress never 
intended free and unrestricted competition between 
these two types of American-flag shipping services. 

In addition to the foregoing matters, Matson 
would like to call the Commission's attention to the 
following business and practical considerations 
which would seem to completely answer any ques¬ 
tions regarding the propriety of a Matson man¬ 
agement arrangement for the Dollar Line. 
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(a) Dollar’s principal activity is the long-haul 
business to the Orient. The Hawaiian business is 
merely a side line of which the Dollar Company 
avails itself only to the extent of leftover space. 
Therefore, Dollar never has been and never will be 
a real competitor in this field and its carryings 
always will be a real competitor in this field and 
its carryings always will be small, regardless of the 
existence or non-existence of any trade agreements. 
The Commission seems to have recognized this fact 
by implication in its recent opinion on the Dollar- 
Matson contract where the difference in the basic 
spheres of interest of the two companies was in¬ 
dicated. Even more clearly was this recognized by 
the government in its brief in that case, where 
counsel stated, in referring to trade agreement 
which has been in effect since 1930, “ Therefore, the 
amount of business which they (Dollar) do in the 
Hawaiian trade has always been small, and it has 
not changed one way or another as a result of the 
agreement.” 

(b) The average revenue received by Dollar from 
Hawaiian traffic is less than 2%% of the total Dol¬ 
lar revenue from all sources, including not only 
Trans-Pacific, but around-the-world, international 
interport, and all other traffic handled. The chief 
problem, therefore, is to restore, rehabilitate and 
preserve the profitable foreign trade business of 
the Dollar Line, which constitutes more than 
97 y 2 % of its revenues, and not the undesirable 
short-haul traffic to Hawaii which is but a very 
small portion of the total. To determine the issue 
of management and to risk the future of the Dollar 
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Line services on the basis of insignificant Hawaiian 
revenues is to let a two and a half inch tail wag 
on a ninety-seven and a half inch dog. 

(c) The estimated savings from Matson manage¬ 
ment amount to $500,000 per annum. In addition, 
the Dollar Line revenues from freight and passen¬ 
gers are expected to be greatly increased under 
Matson management, as heretofore referred to. Com¬ 
parably the net profits (after expenses for actually 
handling the traffic, but allowing nothing for capi¬ 
tal costs or vessel operations) on any reasonable 
expectation from Dollar participation in Hawaiian 
traffic, is less than one-third of the savings antici¬ 
pated under the proposed management arrange¬ 
ment. Therefore, even if we assume that Dollar 
would obtain no Hawaiian traffic under the pro¬ 
posed arrangement (an entirely untenable assump¬ 
tion) the Dollar Line services would still be vastly 
better off under the proposed arrangement. 

(d) If Dollar can fill its ships with through 
business it will not have space for either freight or 
passengers to or from its wayport call at Hawaii. 
The proper manner in which to fill the Dollar 
Line vessels, secure the maximum revenue, and to 
ensure the success of the operation is not by divert¬ 
ing passengers and cargo from Matson in the less 
profitable (to Dollar) protected trade on a short- 
haul basis, but rather by developing or diverting 
such business from foreign lines in the more lucra¬ 
tive long-haul trade, so as to best promote the 
foreign trade and commerce of the United States 
in accordance with the objectives of the Merchant 
Marine Acts. The greater the Dollar Line success 
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in its foreign trade operations, the less will be its 
participation in Hawaiian traffic. It must, therefore, 
be obvious that the increase of Hawaiian traffic by 
a carrier in the trade served by the Dollar Line 
is not a mark of success, but rather an indication 
of a failure to obtain its primary objectives. 

(e) We believe it is a fair statement that neither 
the creditors nor stockholders of the Dollar Line, 
nor the local community of shippers and travelers, 
hold any fears regarding the conflicting interests 
of the Dollar Line operations under Matson man¬ 
agement and Matson’s private operations in the 
Hawaiian trade. 

(f) If the Commission entertains any fears con¬ 
cerning the relative competition between Matson 
and Dollar in the Hawaiian trade, such might be 
allayed through the medium of some form of trade 
agreement of a mutually satisfactory character. 

. C. Monopoly. 

There has been some suggestion that to assign 
the management of Dollar to Matson might be 
subject to the charge of creating a shipping mono¬ 
poly on the Pacific. We do not see how any charge 
of monopoly, in the economic sense, could be justi¬ 
fied since the Dollar services would continue to be 
subject to heavy foreign-flag competition from the 
Japanese and other nationalities. Further, as just 
pointed out, the question of monopoly in the Ha¬ 
waiian trade is relatively unimportant to Dollar 
whose participation in that trade, as stated in the 
government brief in the Matson-Dollar contract 
matter, has always been small and unimportant. 

Those opposing the proposed arrangement on the 
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ground of monopoly must have in mind not the 
question of monopoly so much as the question of 
size. Even there we believe the argument to be 
entirely unfounded. As a result of this arrangement 
Matson will secure certain of the American-flag 
trans-Pacific services, but there will still remain 
in other hands the important American-flag services 
operating betwen the Pacific Coast and (1) the 
east coast of South America; (2) the west coast of 
South America; (3) the European continent; (4) 
the Orient from northern Pacific ports; (5) the 
Alaskan trade; (6) the coastwise trade; (7) the 
intercoastal trade; and possibly (8) the round- 
the-world service. The only concentration of in¬ 
terest, therefore would be limited to a matter of 
the homogeneous and geographic trans-Pacific areas 
from California ports, which is far from a mono¬ 
poly of the Pacific in any sense of the word. Even 
to that extent the size of the Matson foreign 
services would be smaller than those of other 
American-flag companies now enjoying government- 
aid. Moreover, we believe and we have assumed from 
the Commission’s comments in its Economic Survey, 
and from the Commission’s policies, that the Com¬ 
mission also believes that the increase in the size 
of a shipping company is in no way detrimental 
to public interest, but on the contrary that it pro¬ 
motes American merchant marine (assuming ade¬ 
quate financing and proper management and opera¬ 
tion) because only large sized units can secure the 
maximum economy and efficiency of operation, and 
therefore adequately meet foreign competition. 

Moreover, if a service, shipping or otherwise. 
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is rendering adequate dependable service to the 
public, of a modern character, at just, fair and 
reasonable rates, the public cannot be injured 
thereby merely because of size. As far as the Trans¬ 
pacific Service is concerned these characteristics 
are largely within the control of the Commission. 
We believe it is the experience of all of the mari¬ 
time nations of the world, and that it is the only 
workable program for a national merchant marine, 
that government-aid lines in particular trade areas 
should be entrusted to strong companies of sufficient 
financial strength and experience to successfully 
cope with the foreign competition in such areas; 
that in the last analysis the American-flag opera¬ 
tions must be put in such hands as • afford the 
greatest prospect of successful competing with for¬ 
eigners. We submit that while lacking in specific 
language such must be the logical intent of the 
Merchant Marine Acts passed by Congress, and 
that this was expressly recognized on pages 28 
and 29 of the Commission’s Economic Survey in 
the following language: 

“Vessels of all the lines now being subsidized or 
likely to be subsidized aggregate 173 of approxi¬ 
mately 1,250,000 gross tons. These vessels are scat¬ 
tered over the 19 companies previously mentioned. 
The need for consolidation is suggested by a com¬ 
parison with the large lines of other nations. Sev¬ 
eral of the foreign fleets are larger than our entire 
subsidized merchant marine. Among the large for¬ 
eign fleets are such combinations as the Peninsular 
& Oriental Steamship Co., controlling 339 vessels 
of 2,175,956 gross tons; the Cunard Steamship Co., 
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with 76 vessels of 874,826 gross tons; the Hamburg- 
American Line, 247 vessels of 714,307 gross tons; 
the North German Lloyd, 229 vessels of 546,996 
gross tons; the N.Y.K. Line, 138 vessels of 789,028 
gross tons; the O.S.L. Line, 163 vessels of 725,559 
gross tons; the Compagnie Generale Transatlanti- 
que, 87 vessels of 597,508 gross tons, and the four 
Italian companies, with 232 vessels of 2,174,062 
gross tons. The advantages these large lines obtain 
are, among others, flexibility of operation, assur¬ 
ance of more stable earnings by diversity of routes, 
and more economic utilization of overhead expense 
and capital facilities. 

“The same factors which produced these large 
foreign fleets seem to be working inexorably toward 
a reduction in the number of American lines en¬ 
gaged in foreign trade. Consolidations, mergers, 
and eliminations are now under way.” 

We believe the Commission also recognized the 
principles above set forth when on July 14, 1938, 
it approved an agreement between Grace Lines, 
Inc., Atlantic Gulf and West Indies Steamship 
Lines, and Colombian Steamship Company, Inc., 
under which the Colombian retired from the ship¬ 
ping business and sold its ships to AGWI, agreeing 
not to re-enter the trade for ten years; Grace agree¬ 
ing to serve only certain ports and AGWI certain 
other ports in this area. The effect of this agree¬ 
ment was to eliminate a small and weak steamship 
operation and to divide a given trade area between 
certain large and strong American-flag companies, 
upon their agreement not to enter into competition 
with each other for a ten-year period. We subscribe 
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to this theory of encouraging strong American 
companies to specialize in particular areas and to 
concentrate their efforts against foreign competition 
and not against other American shipping companies, 
and we believe that the arrangement herein pro¬ 
posed is in accord with the principle. 

In concluding the foregoing enlargement and 
explanatory statement of the applicant’s proposal 
of August 18, as suggested in the Commission’s 
wire of September 10, Matson feels it should in 
fairness invite the Commission’s attention to the 
fact that the restoration of the Dollar Line services, 
by placing again in service the considerable major¬ 
ity of its ships which are now in lay-up, through 
a period of time necessary for the proper scheduled 
spacing thereof and under the handicap of the 
heavy debt burden presently resting upon the Dol¬ 
lar Company, is a problem of considerable magni¬ 
tude. A problem of even greater magnitude is pre¬ 
sented in the necessity of operating a fleet of old 
vessels (with the single exception of the Coolidge) 
from a standing start to produce sufficient profits 
to reduce the company’s indebtedness to a point 
where the Company will again become solvent. The 
accomplishment of such a result, in our opinion, 
requires exercise of the strictest possible economies 
and the utilization of the best available business 
judgment, founded upon shipping experience of 
considerable extent. 

The foregoing is submitted in an endeavor to 
summarize for the Commission, and at its request, 
Matson’s ideas with respect to future developments 
of the trans-Pacific trade, a building program there- 
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for, and its participation therein. If these sugges¬ 
tions are found to be incomplete in any respect, or 
at variance with the desires of the Commission, it 
is respectfully requested that before action is taken 
hereon, Matson be afforded an opportunity to dis¬ 
cuss further any such point, or points, with the 
Commission. 

Respectfully submitted, 

MATSON NAVIGATION COMPANY, 
/s/ P. A. BAILEY, 

Executive Vice-President. 





